





funds of U.S. banking entities.® The Covered Fund Provisions also set forth additional limitations
on banking entities’ relationships with covered funds (which generally prohibit a banking entity
from entering into certain transactions with a related covered fund),” permitted investments and
activities with respect to covered funds,!® exclusions from the definition of covered fund,!! and
related provisions. '

The Proposal

The Proposal would revise both the scope of the Covered Fund Provisions and certain
restrictions contained therein. These proposed changes are “intended to improve and streamline
the covered fund provisions and provide clarity to banking entities” so that they can conduct their
businesses in a manner that is consistent with the Volcker Rule. !

The Proposal would modify the scope of the Covered Fund Provisions by adding four new
exclusions from the definition of “covered fund” and revising certain existing exclusions.
Specifically, the Agencies propose to add new exclusions from the “covered fund” definition for
(1) credit funds, (2) venture capital funds, (3) family wealth management vehicles, and (4)
customer facilitation vehicles, each subject to certain conditions.'* The Proposal would also revise
the existing exclusion for “foreign public funds” to simplify its requirements and more closely
align the treatment of foreign public funds with the treatment of U.S. registered investment
companies. !> Other changes to the existing exclusions would include revisions to the exclusion for
loan securitizations, to permit such securitizations to hold a small percentage of non-loan assets
and to codify guidance relating to that exclusion.!®

The Proposal would also amend substantive requirements in the Covered Fund Provisions,
including those that generally prohibit banking entities from entering into certain transactions with
related covered funds. Under the Proposal, certain low-risk transactions between banking entities
and related funds would now be permitted.!” For example, a banking entity would be permitted to
purchase municipal securities from a related covered fund and make an intraday extension of credit
to such a fund, subject to specific conditions.'®

Analysis of the Proposal
The Committee supports the Agencies’ efforts to improve, streamline and clarify the

Covered Fund Provisions,'” and we believe that the amendments set forth in the Proposal further
these goals. In our view, the Covered Fund Provisions should not interfere with traditional banking
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